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roue YON PROVISION FORDOUglFULDEET 


1. DEHNrHONS 

Forthe purposesof thispolicy the following definitions a re applicable: 

"Debt'- meansan amount owing to the Municipality; 

"Debtor"- meansa person who owes the Municipality money for 
ra tes/ se rvic e s re n d e re d ; 

"Accounting Officer" - the Municipal Manager 
appointed; "Council"- means the council ofthe 
Municipality; "Municipality" - means the Makana 
Municipality. 


2. PURTOSEOFroUCY 

2.1 Thispolicy providesguidelineson treatment of the impairment of debtors. 

The policy seeks that household consumerswith no orlower income are 
not denied a reasonable service and thatthe municipality is not 
financially burdened with non-payment of services. 

2.2 Section 96ofthe Local Government: Municipal SystemsAct, 32 Of 2000, 
provides that a municipality must collect all money that isdue and 
payable to it, subjeetto the provisionsofthat Actand otherapplicable 
legislation. The Council is faced with a significant amount of outstanding 
debt and the continue us defaulting by certain consumers who can 
afford to pay for services. 


2.4 Ihe eflective managementof debtois iiKlude, amongstotheis, the 

tbllowing processes 

• Implementation/ maimenance ofthe appropriate Information 
and Communication lee hrK>logy (ICl) Systems and Business 
Processes; 

• Accurate Billing; 

• CustomerCare and Ac courrts enquiry management; 

• Eflective and timeous Credit Control; 

• Impairment of Debtors (Provision for Doubtful Debtors); 
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2.5 The objectives of this policy are: 


2.5.1 To ensure thatthe debtorsdisclosed in the annual financial 
statementsare stated at amounts that are deemed to be 
collectable; and 

3. IMPAIRMEISrrOF DEBTORS 

Consumerdebtors, long term receivablesand otherdebtorsare stated at 
cost less provision for bad debt. 

Provision forimpairment is made on an individual basisorbased on expected 
payment. In accordance with IAS 39, an objective assessment of financial assets 
is made atyearend to determine possible impairment. Impairment loss is 
recognised asan expense in the Statement of Financial Performance. 

3.1 Calculation of Impaiiment of Debtors 

Impairment of debtors (Provision fordoubtful debts) will be calculated as 
follows: 

• The provision forbad debtswill be calculated based on the receipts 
asa percentage of outstanding balance atyearend per individual 
debtor 

• The payment percentage iscalculated using the paymentsforthe 
period selected and dividing thisby the total of the opening balance 
for the period plus a II charges for the same period. This will default to 
0% if the total payments is zero ora debit (receipt reversalsare in 
excessof receipts); or if the total charges forthe period is zero ora 
credit. This will default to 100% if the payments a re in excessof the 
total chargesforthe period. 

• The impairment amount iscalculated by applying the inverse of the 
payment percentage (i.e. 100 - payment percentage) to the closing 
balance (i.e. if the payment percentage is 30% then the impairment 
percentage will be 70% and the impairment a mount will be 70% of 
the closing balance). This will default to zero if the closing balance is 
a credit. 

4. RESPONgamY/ ACCOumABimY 

The Council has the overall responsibility for adopting and approving the Provision 

for Bad Debts Policy. 
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11. IMPlBVIBSnATlON 


This policy will be effective on the date of adoption by Council. 

All future submissions forthe writing off of debt must be considered 
accordance with this policy. 




